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EXPANSION 

The four stores pictured below and the one on the front cover are examples 
of complete department stores opened in 1964, one from each of the 
Company's five territories. These stores, like all new ones, are architecturally 
styled for attractiveness as well as functionally designed for convenience in 
shopping. In all, Sears opened forty-one stores in 1964. 

A list of the locations is shown on page 10. 




Hicksville, L. /., N. Y. 
opened October 7, 1964 
Eastern Territory 






Decatur (Atlanta), Ga. 
opened August 5, 1964 
Southern Territory 
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ANNUAL MEETING. The annual meeting 
of the shareholders of Sears, Roebuck and Co. 
will be held in the Auditorium of the Prudential 
Building, 130 East Randolph Street, Chicago, 
Illinois on Monday, May 17, 1965, at 10:00 
o'clock A. M., Central Daylight Saving Time. 
The formal notice of the meeting, together with 
the proxy and proxy statement, will be mailed 
to shareholders approximately three weeks 
prior to the meeting. 


Transfer Agents 

The First National Bank of Chicago 
The Chase Manhattan Bank, 

New York 

Bank of America National Trust 
and Savings Association, Los Angeles 
The First National Bank of Atlanta 
Republic National Bank of Dallas 
Old Colony Trust Company, Boston 


Registrars 

Continental Illinois National Bank and 
Trust Company of Chicago 
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New York 
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First National Bank in Dallas 
The National Shawmut Bank of Boston 
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New York Stock Exchange 
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925 South Homan Avenue, Chicago, 
Illinois 60607 



























HIGHLIGHTS 


SEARS, ROEBUCK AND CO. and consolidated 

subsidiaries 

1964 

1963 

Per cent 
Increase 

Net sales. 

$5,740,034,700 

$5,115,766,591 

12.2 

Net income. 

Per share*. 

Equity in undistributed net income of unconsoli- 

304,093,707 

4.00 

261,023,915 

3.44 

16.5 

dated subsidiaries and Simpsons-Sears. 

Per share*. 

33,728,018 

.44 

32,564,748 

.43 

3.6 

Combined net income. 

Per share*. 

337,821,725 

4.44 

293,588,663 

3.87 

15.1 

Dividends to shareholders. 

Per share*. 

152,072,012 

2.00 

132,689,487 

1.75 

14.6 

Shareholders' equity (book value) . 

Per share*. 

2,017,335,441 

26.51 

1,855,788,148 

24.44 

8.7 

Capital expenditures. 

•Before 2-for-l stock split effective February 11, 1965. 

179,330,583 

133,883,768 

33.9 

ALLSTATE INSURANCE COMPANY (whollyowned)! 




Total net income and realized gains. 

$ 51,209,446 

$ 50,909,221 

.6 

Dividends to Sears. 

27,000,000 

25,027,450 

7.9 

FOREIGN SUBSIDIARIES (Wholly or majority owned )t 




Sears equity in net income (after translation losses) . 

$ 5,669,009 

$ 3,602,966 

57.3 

Dividends to Sears. 

fNot consolidated. 

4,766,308 

4,414.444 

8.0 
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Sears Home Fashions and Color 
Council prepared an exhibit at the 
Chicago Home Furnishings Show in 
McCormick Place. Using only regu¬ 
lar store stocked merchandise, Sears 
stylists developed four room set¬ 
tings which combined old world de¬ 
sign influences to achieve an Italian 
(i), French ( 2 ), Spanish (3), and 
Oriental (4) feeling of charm and 
livability. During the show, Sears 
also conducted a series of public 
seminars in which this practical 
philosophy of theme accentuation 
of fashions for the home was fur¬ 
ther developed. 


Travel-wise customers count on Sears for smart fashions that travel well, are 
comfortable, pack without a care and pop out on arrival looking marvelous. 


An example of style and color coordinated bath plan¬ 
ning from Sears “Decorating Made Easy ” program. 










































Crowdus Baker President Austin T. Cushman Chairman 



It is with pride and satisfaction that we report 
another year of progress and growth for the 
Company. 

The fiscal year 1964 was marked by many sig¬ 
nificant events, including records for sales, income, 
and dividends, plus shareholders’ approval of a 
two-for-one split of the Company’s stock effective 
February 11, 1965. 

-Net sales increased 12.2 per cent to a total 
of $5.7 billion. 

-Net income increased 16.5 per cent to $304.1 
million, equal to $4.00 per share or $2.00 per 
share after the stock split. 

-Combined net income was up 15.1 per cent 
to $337.8 million, equal to $4.44 per share 
or $2.22 per share after the stock split. 

-Dividends to shareholders were increased to 
$2.00 per share or $1.00 per share after the 
stock split. 


Sears, Roebuck and Co.’s domestic and foreign 
subsidiaries make important contributions to the 
profits of the Parent Company. We are pleased 
to report that their performances last year were 
very satisfactory. A detailed account of the 
operations of the unconsolidated subsidiaries 
begins on page 18. 

An aggressive program of expansion and im¬ 
provement is evidence of the continued growth 
and vitality of the Company. For 1964, this 
program included forty-one new retail facilities. 
Thirteen of these were complete department 
stores of which three were relocations. Ten new 
medium size stores were added and thirteen 
were relocated. Major modernization work was 
carried on in a number of stores which over the 
years have been turning in good sales and profit 
performances. 

An ever expanding volume of catalog business 
made necessary the modernizing and enlarging of 
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several catalog order plants. These were completed 
in time to handle efficiently a record Christmas 
volume. Seventy-one new catalog sales offices and 
one telephone sales office were added in 1964. 

The Company is proceeding with plans to open 
two complete department stores in Spain, our first 
stores on the European continent. Delays in prop¬ 
erty acquisitions have changed the opening target 
dates to fall of 1966 for the Barcelona store and 
to 1967 for the Madrid store. 

In May, two vacancies occurred on the Board 
of Directors with the retirement of Russell B. 
Stearns, Chairman of Colonial Stores, Inc., and 
Lou R. Crandall, Chairman of George A. Fuller 
Company. Mr. Stearns had been a Board mem¬ 
ber since 1954 and Mr. Crandall since 1955. 

Two new members of the Board were elected 
in May, John D. deButts, President of Illinois 
Bell Telephone Company, and J. Huber Weten- 
hall, President of National Dairy Products Corp. 

Last spring, the Company elected three new 
Vice Presidents, Lawrence L. O’Connor, Secre¬ 
tary and General Counsel, Linden E. Wheeler, 
General Credit Manager, and Emory Williams, 
Treasurer. 

Thomas F. Wands, Director of Data Processing 
Operations and Systems, was elected an Assistant 
Vice President. 

Despite intensified and increased competition 
in both retail and catalog selling. Sears is confi¬ 
dent of maintaining its leadership in the field of 
general merchandising. 

Our faith in the future of the nation’s economy 
and in the future of the Company is being sup¬ 
ported by the largest expansion and improvement 
program in Sears history. For 1965, $200 million 
has been allocated for this purpose. Forty-one 
new stores are scheduled to be opened during the 
year. Furthermore, construction is under way or 
is scheduled to begin on sixty-seven stores to be 
opened in 1966. 

Sears is fortunate that its long existing training 
program, together with a promotion from within 
policy, makes it possible to draw on a large 


reservoir of competent and experienced men and 
women to staff its expanding organization. The 
Company’s far sighted personnel policies have 
also made possible an effective employe organiza¬ 
tion of approximately 250,000 men and women. 
We feel certain that the advancement opportu¬ 
nities offered by the Company’s Program for 
Growth will continue to attract high caliber per¬ 
sonnel at all levels of activity. 

Unless international developments affect con¬ 
sumer attitudes, sales this spring and throughout 
the year should be good. There are many factors 
working in favor of the retailer, including the 
high percentage of people gainfully employed, 
tax cut benefits, and general prosperity. 

Sears primary commitment is to maintain the 
support and confidence of its customers through 
diligent attention to their needs and requirements. 
Customers are our most valued asset. We employ 
all of the skills at our command to give them 
improved services and merchandise of value and 
quality. 

Men, Merchandise, Methods and Money are 
the elements that Sears combines in an unsurpassed 
system of distribution. As always, the employes of 
Sears and the many thousands of suppliers with 
whom we deal were keystones to a successful 1964. 
The officers and directors wish to express their sin¬ 
cere gratitude to these groups for their cooperation. 
We are confident that the vigor and skill of the 
entire organization will contribute toward further 
progress and growth in the year 1965. 


By order of the Board of Directors. 




Austin T. Cushman Chairman 



March 29, 1965 
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FINANCIAL REVIEW 


Per share figures in this review are stated before 
giving effect to the 2-for-l stock split. 

Sales growth continued. Net sales climbed to an 
all-time high of $5,740,034,700, a rise of 12.2% 
from 1963's total volume of $5,115,766,591. This 
marks the tenth consecutive year that Sears has re¬ 
ported a record, during which time sales have in¬ 
creased at an average annual rate of almost 7%. 

For the past year, 78% of all sales were made 
by the retail division and 22% by the catalog 
division. Retail stores open less than one year 
accounted for 2.6% of the Company's sales. 

The percentage of credit sales to total volume 
moved up to 56.6% from 55.5% for 1963. By type 
of credit plan, easy payment sales accounted for 
31.4%, against 32.5% for 1963 and revolving 
charge sales for 25.2%, against 23.0% for 1963. 

New record for net income. Net income reached 
a new peak of $304,093,707 or 16.5% above the 
previous high of $261,023,915 set in 1963. Net 
income per share was $4.00, compared with $3.44 
for 1963 based on shares outstanding at the close 
of each year. 


Net Income 
Quarter 


1964 


1963* 


Per 

Amount Share 


Per 

Amount Share 


1st. $ 43,647,724 $ .57 

2nd. 70,423,464 .93 

3rd. 70,783,248 .93 

4th. 119,239,271 1.57 


$ 39,925,397 $ .53 
62,061,420 .82 

59,650,741 .78 

99,386,357 1.31 


$304,093,707 $4.00 


$261,023,915 $3.44 


•For comparison purposes, the quarterly net income figures for 1963 were restated 
giving effect proportionately by quarters to the change in Federal income tax law. 


NET INCOME PER SHARE 



NET SALES i\ biu.io\s 


$7 

6 

5 

4 

3 

2 

1 



Both the catalog and retail divisions turned in 
record earnings, and dividends received by the 
Company were at an all-time high. Dividend in¬ 
come of $36,419,533 included $27,000,000 from 
Allstate Insurance Company, $4,766,308 from 
foreign subsidiaries and $1,483,375 from Simp- 
sons-Sears Limited, a Canadian affiliate. Also, in 
the fourth quarter of 1964, the Company realized 
a capital gain of $2,588,505 from the sale of an 
investment. This gain is retlected in the increase 
in miscellaneous income. 

The Company provided $247,150,000 for Fed¬ 
eral income taxes on 1964 income. Because of re¬ 
duced tax rates in 1964, this provision was $11 
million lower than it would have been under the 
previous higher tax rates. While the Company 
benefited to the extent of the Federal income 
tax rate reduction, taxes other than Federal 
income taxes continued to climb, rising 10.2% 
to $101,546,183. Total taxes. Federal and other, 
amounted to $348,696,183, up 10.5% from 1963. 
Total taxes were 53.4% of income before taxes, 
compared with 54.7% in 1963. The following tab¬ 
ulation points up the Company’s taxes in relation 
to income: 


1964 1963 


Income before taxes. 

Per share. 

Taxes, Federal and other.. 

Per share. 

Net income. 

Per share. 


$652,789,890 $576,450,254 

8.58 7.59 

348,696,183 315,426,339 

4.58 4.15 

304,093,707 261,023,915 

4.00 3.44 
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Combined net income up to $4.44 per share. The 

Company’s equity in the undistributed net income 
(net income after dividends) of unconsolidated 
subsidiaries and Simpsons-Sears totaled 
$33,728,018, equal to 44^ per share of Sears stock. 
This 44^ added to the Company’s net income of 
$4.00 per share resulted in a combined net income 
of $4.44 per share, compared with $3.87 per share 
for 1963. 

Sears equity in the net assets of unconsolidated 
subsidiaries and Simpsons-Sears was $339,801,427 
in excess of the Company’s investment of 
$196,562,897. 

Details of the Company’s equity in unconsoli¬ 
dated subsidiaries and Simpsons-Sears are shown 
in note 9 on page 15. 

Dividends to shareholders raised. Fiscal year 
1964 marked the fourth straight year that the 
Company paid increased dividends to its share¬ 
holders. Total dividends amounted to $2.00 per 
share, up 25^ from the $1.75 per share paid in 
fiscal 1963. For the first three quarters of fiscal 
1964, the Company paid a regular dividend of 40c 
per share. In the fourth quarter, the directors 
raised the quarterly dividend to 45^ per share and 
added an extra dividend of 35^ per share. Total 
dividends amounted to $152,072,012 or 50.0% of 
net income. 


DIVIDENDS PER SHARE 



$2.50 

2.00 

1.50 

1.00 

.50 


Stock split for fiscal 1965 approved. At a special 
meeting on January 15, 1965, shareholders ap¬ 
proved a proposal to split the Company's com¬ 
mon stock on the basis of two shares for one 
share effective February 11, 1965. They also ap¬ 
proved, effective the same date, an increase in the 
number of authorized shares from 100,000,000 to 
200,000,000 and a change in the par value of the 
stock from $3.00 per share to $1.50 per share. 

Shareholders’ equity over $2 billion. Share¬ 
holders’ equity (book value) increased $ 161,547,293 
to a total of $2,017,335,441 as of the close of the 
year. Of this increase, $152,021,695 was derived 
from earnings retained for use in the business, i.e., 
the amount of 1964 net income left after deducting 
the amount of dividends paid to shareholders 
during fiscal 1964. The $9,525,598 balance of the 
increase resulted from payments received by the 
Company for stock issued to employes under 
option plans. 

As of January 31, 1965, shareholders’ equity 
equaled $26.51 per share of stock. Return based on 
year end shareholders’ equity (net income divided 
by shareholders’ equity) was 15.1%. 


Shareholders—Nov. 27, 1964 
(record date for 
January, 1965 dividend) 



Share¬ 

holders 

Per 

cent 

Shares 

Per 

cent 

Individuals 

Men. 

60,167 

30.5 

13,071,406 

17.1 

Women. 

77,192 

39.1 

14,309,579 

18.8 

Joint tenants. 

36,870 

18.7 

3,751,703 

4.9 

Corporations and firms. 

1,124 

.6 

1,069,340 

1.4 

Trusts, trustees, and investment 
trusts. 

17,634 

8.9 

3,655,501 

4.8 

Investment companies and brokers 

1,207 

.6 

3,020,541 

4.0 

Educational, religious and chari¬ 
table organizations. 

843 

.4 

493,480 

.7 

Nominees. 

1,381 

.7 

18,323,116 

24.1 

Other. 

1,077 

.5 

362,367 

.5 


197,495 

100.0 

58,057,033 

76.3 

Profit Sharing Pension Fund. 

1 

— 

18,037,912 

23.7 

Total—November 27,1964. 

197,496 

100.0 

76,094,945 

100.0 


Included above are 1,890 foreign shareholders 
who hold 380,655 shares. 
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FINANCIAL REVIEW CONTINUED 


$59.3 million to Employes’ Fund. The Company 
contributed $59,335,749 to The Savings and Profit 
Sharing Pension Fund of Sears, Roebuck and Co. 
Employes, compared with $53,559,771 in 1963. 
The Company contribution is based on a percent¬ 
age of consolidated income before deducting the 
contribution and the provision for Federal income 
taxes. 

This Fund, to which both the Company and 
employes contribute, had 158,500 members and 
held 18,076,093 shares or 23.8% of Sears stock as 
of the close of the Fund's fiscal year on December 
31, 1964. The Sears stock had a market value of 
$2,336,335,020 and represented 88.0% of the total 
Fund value of $2,654,827,565 on that date. 

Receivables up. Gross receivables were up 18.5% 
to a year end total of $2,509,340,735. Customer 
easy payment and revolving charge accounts, 
comprising most of these receivables, increased 
$339,301,766 to a year end total of $2,338,578,528. 
This increase stemmed from a greater number of 
credit accounts outstanding together with larger 
average balances in individual accounts. 

Customer accounts as of year end numbered 
14,163,467, of which 7,783,128 were easy payment 
accounts with an average balance of $216, and 
6,380,339 were revolving charge accounts with an 
average balance of $103. 

Collection experience continued to be satisfac¬ 
tory. Allowance for collection expense and losses 
was $171,835,643 at year end, $23,171,837 higher 
than a year earlier because of the larger balance 
of installment accounts outstanding. 

Inventories increased. Merchandise inventories 
increased to a year end total of $847,558,631 which 
was 11.7% higher than the total of $758,685,671 a 
year earlier. This rise in the level of Company in¬ 
ventories reflected both the merchandise require¬ 
ments for new facilities and the additional inven¬ 
tories needed to support the continued growth in 
sales expected from the entire retail and catalog 
operations. 

The graph on this page shows the sharp rise 
in inventories for the last three years, a period 


INVENTORIES is millions ^arend) 

$900 --- 
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coinciding with increased capital expenditures and 
above average sales growth. 

The Company also had merchandise on order 
and in transit amounting to $1,003,742,000 as of 
year end. 

Short-term borrowings rise. Short-term borrow¬ 
ings on notes were up $298,308,589, bringing the 
year end total to $821,847,589. This rise was the 
result of additional borrowings made by Sears 
Roebuck Acceptance Corp., a wholly owned con¬ 
solidated subsidiary which assists in financing 
Sears credit business. 

During the year, the Parent Company made a 
capital contribution of $35 million to Sears Roe¬ 
buck Acceptance Corp., thereby increasing the 
subsidiary’s financing capabilities. 

Working capital higher. Working capital, which 
is the excess amount of current assets over current 
liabilities, was $2,070,629,227 as of year end, 
$104,859,248 higher than a year earlier. Current 
assets represent cash or items that turn over gen¬ 
erally within one year; current liabilities represent 
amounts payable by the Company within one 
year. Current assets were 2.53 times greater than 
current liabilities as of the close of the year. 

The Statement of Working Capital Changes 
(also referred to as a Statement of Source and 
Application of Funds) on the following page sum¬ 
marizes the items that brought about increases and 
decreases in working capital. 
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Working Capital Changes 

(in millions) 1964 1963 

Increases 

Net income for the year. $304.1 $261.0 

Add back expense items not affecting working capital: 

Depreciation.. 65.8 49.5 

Amortization of debenture discount and expense_ .4 .4 

Provision for deferred income taxes . 93.8 70.9 

Receipts for stock issued under stock option plans. 9.5 8.6 

Dispositions of property, plant and equipment-net. 7.4 3.2 

Total increases. $481.0 $393.6 

Decreases 

Dividends to shareholders. $152.1 $132.7 

Expenditures for property, plant and equipment. 179.3 133.9 

Sinking fund payment on 4%% debentures. 24.0 — 

Change arising from investment in Geo. D. Roper Corpo¬ 
ration through merger (see "Merger of subsidiary" 
comment on this page). 19.1 — 

Increase in investments and advances-nef. 1.7 1.9 

Total decreases.!. $376.2 $268.5 

Increase in working capital. $104.8 $125.1 


WORKING CAPITAL /v millions (yeareno 
$2,500 - 



1955 1956 1957 1958 1959 I960 1961 1962 1963 1964 


Merger of subsidiary. To form a more diversi¬ 
fied company and to benefit from opportunities for 
manufacturing and engineering economies, The 
Newark Ohio Co., a wholly owned consolidated 
subsidiary of Sears, Roebuck and Co., was merged 
with Geo. D. Roper Corporation, as of June 30, 
1964, to form a new corporation that continued 
under the name of Geo. D. Roper Corporation. 
After the exchange of stock. Sears owned 76% 
of the new Geo. D. Roper Corporation which 
manufactures primarily gas and electric ranges and 
power lawn mowers. 

The Company's investment in the new Geo. D. 
Roper Corporation is included in “Investments in 
other subsidiaries” and accounted for substantially 
all of the net increase in that classification shown 
in schedule II of the balance sheet on page 14. 


Long-term debt reduced. Total long-term debt at 
year end amounted to $451 million, a decrease of 
$24 million from the total of $475 million a year 
earlier. This decrease represented a sinking fund 
payment made to the trustee in January, 1965 re¬ 
ducing the balance of Sears, Roebuck and Co.’s 
4 3 4% debentures from $350 million to $326 mil¬ 
lion. A listing of total long-term debt is shown in 
schedule IV on page 14. 

Expansion continued: capital expenditures up 
sharply. The Company continued its program of 
expansion and improvement which was designed 
not only to extend Sears geographically but also to 
provide more and better facilities in growing popu¬ 
lation centers presently served by the Company. 
In 1964, Sears invested $179,330,583 in land, 
buildings, furniture, fixtures and equipment, 33.9% 
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FINANCIAL REVIEW CONTINUED 


more than in 1963 and over three times the amount 
spent just three years ago. 


Capital Expenditures 1964 1963 


Retail. $156,034,766 $116,584,459 

Catalog Order. 22,626,939 13,221,765 

Other . 668,878 4,077,544 


$ 179,330 ,583 $133,883,768 

Forty-one new retail stores were opened during 
the year, sixteen more than were opened in 1963. 
This is the largest number of stores opened in one 
year since 1947. These new stores, presenting the 
very latest in design, are for the most part com¬ 
plete or medium size department stores. Twenty- 
three were opened in areas which previously did 
not have a Sears store and eighteen replaced ex¬ 
isting stores in the same shopping communities. 
Seven small stores were closed without a replace¬ 
ment and nine stores were enlarged and modernized 
in their present locations. In all, these changes 
resulted in adding 5,180,000 square feet of space 
to the retail operations, more than double the 
space added in 1963. 

The catalog division likewise continued to par¬ 
ticipate in the expansion of Sears distribution sys¬ 
tem. This operation, which serves customers from 
the small outpost to the large urban center, has been 
growing steadily each year. 1964 was no exception. 
During the year, seventy-one catalog sales offices 
and one telephone sales office were added to this 
division. At the same time, more warehouse space 
was acquired and several catalog order plants were 
expanded and improved to provide the facilities for 
serving the growing number of catalog customers 
faster and more efficiently. 


Changes in Property, Plant and Equipment-net 


(in millions) 

1964 

1963 

Balance beginning of year. 

Changes during the year 

Capital additions. 

Depreciation. 

Dispositions-nef. 

$534.1 

$452.9 

$179.3 

(65.8) 

(7.4) 

$133.9 

(49.5) 

(3.2) 

Net increase for the year. 

... $106.1 

$ 81.2 

Balance end of year. 

.... $640.2 

$534.1 


Retail stores opened in 1964 


Complete Department Stores (13) 

Albuquerque, N. M. 

Livonia (Detroit), Mich. 

Canoga Park (Los Angeles), 

Middleburg Hts. (Cleveland), 

Calif. 

Ohio* 

Columbus, Ohio 

Riverside. Calif.* 

Decatur (Atlanta), Ga. 

Roseville (Detroit), Mich. 

Hicksville, L. 1., N. Y. 

St. Davids (Philadelphia), Pa. 

Hollywood, Fla. 

Houston, Texas 

Stockton, Calif.' 

Medium Size Department Stores (23) 

Cocoa-Rockledge, Fla. 

Pascagoula, Miss. 

Decatur, Ala. 

Ponce, Puerto Rico 

Findlay, Ohio 

Richmond, Ind.* 

Fort Dodge, Iowa* 

Sherman-Denison, Texas 

Fort Myers, Fla.* 

South Omaha, Neb.* 

Grand Forks, N. D.* 

Texarkana, Texas* 

Johnstown, Pa.* 

Topeka, Kan.* 

Lakeland, Fla. 

Vestavia Hills (Birmingham), 

Lowell, Mass. 

Ala. 

Middletown, N. J.* 

Willingboro, N. J. 

Minot, N. D.* 

Wilmington, N. C.* 

Paris, Texas* 

Yuba City. Calif.* 

Hard Lines Stores (5) 


Bellevue, Wash. 

Syracuse, N. Y. 

Dallas, Texas 

Peabody, Mass.* 

West Allis, Wis.* 

•Replaced existing store. 

✓ 

Esicilitics—January 31, 1965 


Retail Stores 


Complete Department Stores. 163 

Medium Size Department Stores. 334 

( carrying extensive assortments of 

general merchandise ) 


Hard Lines Stores. 

. 280 

(.carrying major household appliances, 

hard lines, sporting goods and 
automotive supplies ) 

777 

Catalog Order Plants . 

. 11 

Catalog Sales Offices . 

.1,126 

Telephone Sales Offices 

. 58 

Major Distribution Warehouses. 46* 

(for retail store groups) 


Service and Parts Centers ... 

. 66 

(supporting retail and catalog order 

service operations ) 


• Plus 380 other warehouses serving individual stores. 


10 













































Sears buyer and source personnel reviewing merchandise plans 
and production to assure customer satisfaction. 



Sears active support for the needs of American youth has proved 
a sound investment for all . . . it will continue. 



The Business Research Department collates, interprets and 
disseminates needed information to the Sears organization. 




Service men “go to school ” in one of Sears five Technical 
Training Centers to increase professional knowledge. 


Sears free home decorating service offers complete, expert 
advice on every phase of home fashion planning. 





































SEARS, ROEBUCK AND CO. AND CONSOLIDATED SUBSIDIARIES 


STATEMENT OF INCOME 

YEAR ENDED 
JANUARY 31. 

1965 

YEAR ENDED 
JANUARY 31, 

1964 

NET SALES . 

$5,740,034,700 

$5,115,766,591 

OTHER INCOME 

Dividends. 

Miscellaneous income. 

36,419,533 

7,052,081 

32,937,420 

2,714,119 

TOTAL INCOME. 

5,783,506,314 

5,151,418,130 

COSTS AND EXPENSES (note 8) 

Cost of sales, advertising, selling, administrative and 

general expenses. 

Rents. 

Repairs and maintenance. 

Depreciation (note 3) . 

Taxes (other than Federal income taxes) . 

Interest expense . 

Contribution to The Savings and Profit Sharing Pension 
Fund of Sears, Roebuck and Co. Employes. 

TOTAL COSTS AND EXPENSES . 

4,870,175,301 

51,630,372 

34,234,623 

65,763,270 

101,546,183 

49,577,109 

59,335,749 

5,232,262,607 

4,355,627,331 

46,045,782 

32,485,229 

49,506,278 

92,126,339 

37,743,485 

53,559,771 

4,667,094,215 

INCOME BEFORE PROVISION FOR FEDERAL INCOME TAXES. 

551,243,707 

484,323,915 

PROVISION FOR FEDERAL INCOME TAXES . 

247,150,000 

223,300,000 


$ 304,093,707 

$ 261,023,915 

NET INCOME PER SHARE (before 2-for-l stock split) . 

$4.00 

$3.44 

STATEMENT OF RETAINED EARNINGS 

$1,537,810,796 

$1,409,476,368 


304,093,707 

261,023,915 

DEDUCT DIVIDENDS TO SHAREHOLDERS 

($2.00 per share and $1.75 per share, respectively, before 2-for-l stock split) 

152,072,012 

132,689,487 

RPTAINPn FARNINRS FOR THE YEAR . 

152,021,695 

128,334,428 


$1,689,832,491 

$1,537,810,796 





See accompanying notes to financial statements on pages 1 4 and 1 5. 
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BALANCE SHEET 


JANUARY 31, 

1965 


Assets 


CURRENT ASSETS 

Cash. $ 200,083,007 

Marketable securities (market value $ 18 ,282.303) . 1,350,499 

Receivables-nef (schedule i) . 2,327,471,629 

Inventories (note 2 ) . 847,558,631 

Prepaid advertising and other charges. 43,691,532 

TOTAL CURRENT ASSETS . 3,420,155,208 

INVESTMENTS (schedule II) . 207,701,631 

PROPERTY, PLANT AND EQUIPMENT-nef (schedule III) . 640,249,367 

UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSE . 3,325,216 

TOTAL ASSETS . $4, 271,431 ,422 


Liabilities and Shareholders’ Equity 


CURRENT LIABILITIES 

Notes payable. $ 821,847,589 

Accounts payable. 189,752,351 

Accrued expenses. 120,810,593 

Federal income taxes accrued. 111,214,654 

Other accrued taxes. 105,900,794 

TOTAL CURRENT LIABILITIES . 1,349,525,981 

DEFERRED INCOME TAXES (note 4) . 453,570,000 

LONG-TERM DEBT (schedule IV and note 5) . 451,000,000 

TOTAL LIABILITIES . 2,254,095,981 


SHAREHOLDERS’ EQUITY 

Common Stock (before 2-for-l stock split effective February 11. 1965) 

$3.00 par value — authorized 100,000,000 shares, 
outstanding 76,100,183 shares and 75,926,748 shares, 


respectively (note 7) . 228,300,549 

Capital in excess of par value (schedule v) . 99,202,401 

Retained earnings. 1,689,832,491 

TOTAL SHAREHOLDERS' EQUITY . 2,017,335,441 

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY . $4,271,431,422 


See accompanying schedules and notes to financial statements on pages 14 and 15. 


JANUARY 31, 

1964 


$ 182,425,240 
3,075,671 
1,961,477,325 
758,685,671 
38,229,748 
“27943,893,655 

186,890,558 

534,050,659 

3,787,079 

$37668,621,951 


$ 523,539,000 
155,962,869 
107,439,472 
125,338,566 
65,843,769 
978,123,676 

359,710,127 

475,000,000 

"17812,833,803 


227,780,244 

90,197,108 

1,537,810,796 

1,855,788,148 

$37668,621,951 
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SCHEDULES 


NOTES TO 

FINANCIAL STATEMENTS 


I. RECEIVABLES 

Customer installment accounts receivable 

Easy payment accounts. 

Revolving charge accounts . 

Other customer accounts. 

Notes receivable—Allstate Enterprises, Inc. 

Dividend receivable—Allstate Insurance 

Company. 

Miscellaneous accounts and notes receivable... 

Less allowance for collection expense and 
losses on customer accounts. 

Deduct installment accounts sold—less por¬ 
tion of proceeds withheld pending collection. 


January 31. 
1965 _ 

$1,680,343,683 

658.234,845 

2,338,578,528 

50,944,252 

65,850,000 

19,950,000 

34,017,955 

2,509,340,735 

171,835,643 

2,337,505,092 

10,033^463 

$2,327,471,629 


January 31, 
1964 


$1,458,525,361 

540,751,401 

1,999.276,762 

44,336,928 

29,305,000 

18,540,000 

26,922,694 

2,118,381,384 

148,663,806 

1,969,717,578 

8,240,253 

$1,961,477,325 


II. INVESTMENTS (substantially at cost) Ja T96^ 31, 

January 31, 
1964 

Unconsolidated subsidiaries (note 9) 

Allstate Insurance Company (wholly owned) — $ 54,848,347 

Foreign subsidiaries... 35,184,486 

Other subsidiaries. 86,153,514 

Simpsons-Sears Limited (note 9) . 20,376,550 

Other investments and advances.. 11,138,734 

$207,701,631 

$ 54,848.347 
34,236,483 
64,148,769 
20,376.550 
13,280,409 
$186,890,558 


III. PROPERTY, PLANT AND EQUIPMENT (at cost) Jan 1 u 9 a ^ 31, 

January 31. 
1964 

Buildings and improvements. 602,600,621 

Less accumulated depreciation. 201,955,590 

$105,168,132 

517,094.385 

181,509,067 

400,645,031 

Furniture, fixtures and equipment. 305,085,321 

Less accumulated depreciation. 187,817,714 

117,267,607 

Total property, plant and equipment. 1,030,022,671 

Less total accumulated depreciation. 389,773,304 

$ 640,249,367 

335,585,318 

266,740,670 

173,443,461 

93,297,209 

889,003,187 

354,952,528 

$534,0507659 


IV. LONG-TERM DEBT 

Sears. Roebuck and Co. 

4 3 A% Sinking Fund Debentures, due 1983 (note5) 
Sears Roebuck Acceptance Corp. 

4%% Debentures, due 1972 . 

5% Debentures, due 1982 . 

4%% Subordinated Debentures, due 1977. 


January 31. 
1965 


$326,000,000 

50,000,000 

50,000,000 

25,000,000 

$451,000,000 


January 31, 
1964 


$350,000,000 

50,000,000 

50,000,000 

25,000,000 

$475,000,000 


V. CAPITAL IN EXCESS OF PAR VALUE 


Balance beginning of year. 

Excess of proceeds over par value of 173,435* 
and 212,996* common shares, respectively, 

issued'under employes stock options. 

Balance end of year. 


Year Ended 

January 31, 

January 31, 

1965 

1964 

$90,197,108 

$82,281,904 

9,005,293 

7,915,204 

$99,202,401 

$90,197,108 


•before 2-for-l stock split. 


1. Consolidating principles. The Com¬ 
pany consolidates all wholly owned 
domestic subsidiaries except Allstate In¬ 
surance Company, Allstate Enterprises, 
Inc. and Homart Development Co. 

2. Inventories. Merchandise inventories 
are valued at the lower of cost or market. 
Cost is determined on the first-in, first- 
out basis for individual items for catalog 
order, pool stocks, and factories, and by 
the retail inventory method for retail 
stores. 

3. Depreciation. On assets acquired 
prior to 1954, and on used assets pur¬ 
chased subsequent to 1953, the Company 
computes depreciation on the straight- 
line method. On new assets acquired 
subsequent to 1953, the Company uses the 
“sum-of-the-years-digits” method. The 
Company also uses the guideline lives 
authorized by the Treasury Department 
for furniture, fixtures, automotive equip¬ 
ment, and service stations. 

4. Taxes. For income tax purposes, the 
Company uses the installment method of 
reporting its income. Under this method, 
the tax on the profit from an installment 
sale is payable when the profit is realized by 
a collection from the customer or through 
the sale of the account. However, the Com¬ 
pany prepares its consolidated financial 
statements on the accrual basis wherein the 
profit on an installment sale is included in 
income at the time of sale, and the pro¬ 
vision for Federal income taxes is charged 
against income concurrently. 

5. Long-term debt. The indenture cov¬ 
ering Sears, Roebuck and Co.'s sinking 
fund debentures provides that the Com¬ 
pany shall not take certain actions, 
including the declaration of cash divi¬ 
dends, which would cause its unencum¬ 
bered assets to drop below 150% of 
liabilities, the terms “assets” and “liabil¬ 
ities” being defined in the indenture. As 
of January 31, 1965, unencumbered assets 
exceeded 150% of liabilities by approx¬ 
imately 5884,000,000. The sinking fund 
provisions call for the redemption of not 
less than $12,000,000 nor more than 
524,000,000 of debentures on February 1 
in each of the years 1965 through 1970 
and of not less than SI6,000,000 nor more 
than $32,000,000 in each of the years 
1971 through 1983. Debentures redeemed 
through the sinking fund in excess of the 
minimum amount required may be 
credited against subsequent sinking fund 
requirements. The amount of debentures 
outstanding was reduced by a maximum 
sinking fund payment of $24,000,000 
made to the trustee in January, 1965. 

6. Rentals—long-term leases. Minimum 
fixed rentals, exclusive of taxes, insurance 
and other expenses payable directly by the 
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Company, under long-term leases (over 
three years) in effect as of January 31, 1965 
were, for the years or periods indicated, 
as follows: 


1965 

..$23,054,000 

1966. 

.. 23,866.000 

1967. 

.. 23,809,000 

1968 

.. 23,143,000 

1969. 

.. 21.617,000 


1970-1974.$94,717,000 

1975-1979. 77,726,000 

1980-1984. 60,659,000 

1985-1989. 35,708,000 

After 1989. 38,146,000 


The Company is leasing a number of 
store and warehouse properties from 
various insurance and educational insti¬ 
tutions and from private investors. Most 
of these leases are for maximum terms 
ranging from 25 to 99 years with the 
right, after initial periods ranging from 
25 to 45 years, to terminate or continue 
at reduced rentals, and contain one or both 
of the following two additional types of 
options: a) The Company can, after the 
initial period of years, purchase the prop¬ 
erty at the then fair value of the land 
alone, b) The Company can, on various 
specified dates (usually within the first 
25 to 35 years), make a rejectable offer to 
purchase the property at specified prices 
and, in the event the lessor does not 
accept the offer, can either terminate or 
continue the lease. 

7. Employes stock options (before 2-for- 
I stock split). The Company granted stock 
option contracts during the year to one 
officer and 7.138 other employes for a 
total of 235,752 shares of stock. The op¬ 
tion priee of each contract was the open¬ 
ing market price of the stock on the date 
of grant. These contracts expire five years 
from date of grant and are exercisable in 
four equal installments with the first in¬ 
stallment accruing approximately one year 
after the date of grant and the remaining 
installments accruing annually in the fol¬ 
lowing three year period. 

Outstanding options covered by con¬ 
tracts issued prior to January 1, 1964 ex¬ 
pire ten years from date of grant and, 
except in a few cases, are exercisable in 
live annual and cumulative installments 
beginning approximately one year from 
date of grant. 

Outstanding options at year end ranged 
in price from S25.42 to SI28.25 per share, 
aggregating $95,322,026 for 1,310,071 
shares. Options for 417,972 shares were 
exercisable at year end. 


Summary ot Option 
Transactions for 1964 

Shares 
available 
for future 
options 

Shares issuable 
when 

outstanding 
options are 
exercised 

Balance January 31, 1964. 

215.968 

1,269,511 

Options cancelled*. 

21,497 

(21,757) 

Options granted. 

(235,752) 

235,752 

Options exercised. 


(173,435) 

Balance January 31,1965. 

1,713 

1.310,071 


•260 shares cancelled were not available for future options 
as the authority to grant options under the Plan covering 
these shares had expired. 


8. Costs and expenses. The Company’s costs and expenses are classified as follows 
in its annual reports to the Securities and Exchange Commission: 


Year Ended 



January 31, 
1965 

January 31, 
1964 

Cost of sales, buying and occupancy expenses. 

$3,539,218,701 

$3,199,415,326 

Selling, administrative and general expenses.. . 

1,545,304,211 

1.345,378,053 

Provision for doubtful accounts and increase in 
allowance for collection expenses . 

38,826,837 

30,997.580 

Interest expense 

49,577,109 

37,743,485 

Contribution to The Savings and Profit Sharing 
Pension Fund . 

59,335.749 

53.559,771 

Total costs and expenses. 

$5,232,262,607 

$4,667,094,215 


9. Equity in unconsolidated subsidiaries and Simpsons-Sears. Consolidated income 
includes the Company’s equity in the net income of unconsolidated subsidiaries 
and Simpsons-Sears only to the extent of dividends received from these companies. 
A detailed schedule of the Company's undistributed equity in unconsolidated sub¬ 
sidiaries and Simpsons-Sears is shown below: 


Equity 

in Undistributed 
Net Income 
For Year Ended 
January 31. 1965 



Per 

Amount 

Share' 


Allstate Insur¬ 
ance Company 

$24,209,446 $.32 

Foreign 

subsidiaries ... 

902,701 

.01 

Other 

subsidiaries... 

6.578.165 

.08 

Simpsons-Sears 
Limitedf. 

2.037.706 

.03 


$33,728,018 $.44 


January 31. 1965 


Investment 

Equity in 

Net Assets 

Excess of 
Equity over 
Investment 

$ 54.848,347 $336,437,845 $281,589,498 

35,184,486 

54,247,851 

19,063.365 

86,153.514 

109,200,178 

23.046,664 

20.376,550 

36,478.450 

16.101.900 

$196,562,897 $536,364,324 $339,801,427 


• betore 2-for-l stock split t 5095 of voting stock owned by Sears, Roebuck and Co. 

Equity in the undistributed net income of foreign subsidiaries was calculated on the basis of current rates of exchange In 
determining equity in net assets of foreign subsidiaries, net current assets were translated at year end exchange rates and 
other assets at the exchange rates on the dates of acquisition. 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 

To the Shareholders and Board of Directors 
of Sears, Roebuck and Co. 

Wc have examined the accompanying Balance Sheet of Sears. Roebuck and 
Co. and consolidated subsidiaries as of January 31, 1965, and the related 
Statements of Income and Retained Earnings for the year then ended. Our 
examination was made in accordance with generally accepted auditing stan¬ 
dards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the statements referred to above present fairly the consoli¬ 
dated financial position of Sears. Roebuck and Co. and consolidated sub¬ 
sidiaries at January 31, 1965. and the consolidated results of their operations 
for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

Chicago. Illinois, March 29, 1965 Touche, Ross, Bailey & Smart 
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SEARS, ROEBUCK AND CO 


AND CONSOLIDATED SUBSIDIARIES 


TEN YEAR SUMMARY 


RESULTS FOR THE YEAR (in millions) 

Net sales. 

Dividend income. 

Income before Federal income taxes. 

Provision for Federal income taxes. 

Net income. 

Dividends to shareholders. 

Depreciation. 

Taxes (other than Federal income) . 

Contribution to the Employes’ Profit Sharing Pension Fund 
Capital expenditures. 

YEAR END POSITION (in millions) 

Easy payment and revolving charge accounts outstanding 

(before allowances and deduction of accounts sold ). 

Inventories. 

Merchandise on order and in transit. 

Working capital. 

Property, plant and equipment-nef. 

Long-term debt. 

Shareholders’ equity (book value ). 

UNCONSOLIDATED SUBSIDIARIES AND SIMPSONS-SEARS (in millions) 

Equity in undistributed net income. 

Excess of equity in net assets over investment. 

PER SHARE OF COMMON STOCK (in dollars) (before 2-for-l stock split) 

Net income. 

Equity in undistributed net income of unconsolidated 

subsidiaries and Simpsons-Sears. 

Combined net income. 

Dividends to shareholders. 

Shareholders’ equity (book value ). 

MISCELLANEOUS DATA 

Shareholders (Employes P.S. Fund counted as single shareholder) . 

Retail stores (excluding foreign stores) . 

Catalog order plants. 

Catalog sales offices. 

Employes’ Profit Sharing Pension Fund: (as of December 31) 

Members. 

Market value of Fund (in millions) . 


1964 

1963 

1962 

$5,740.0 

$5,115.8 

$4,603.3 

36.4 

32.9 

32.6 

551.2 

484.3 

454.5 

247.1 

223.3 

219.9 

304.1 

261.0 

234.6 

152.1 

132.7 

124.8 

65.8 

49.5 

43.3 

101.5 

92.1 

81.4 

59.3 

53.6 

49.8 

179.3 

133.9 

75.5 

2,338.6 

1,999.3 

1,756.2 

847.6 

758.7 

652.7 

1,003.7 

870.0 

742.0 

2,070.6 

1,965.8 

1,840.7 

640.2 

534.1 

452.9 

451.0 

475.0 

475.0 

2,017.3 

1,855.8 

1,718.9 

33.7 

32.6 

30.1 

339.8 

299.3 

264.4 

4.00 

3.44 

3.10 

.44 

.43 

.40 

4.44 

3.87 

3.50 

2.00 

1.75 

1.65 

26.51 

24.44 

22.70 

197,496 

173,242 

167,646 

777 

761 

748 

11 

11 

11 

1,126 

1,055 

969 

158,500 

150,803 

146,847 

$2,654.8 

$2,149.0 

$1,754.0 
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1961 

I960 

1959 

1958 

1957 

1956 

1955 

$4,267.7 

$4,134.3 

$4,036.2 

$3,721.3 

$3,600.9 

$3,555.7 

$3,306.8 

30.0 

27.1 

22.6 

19.3 

5.5 

4.3 

4.1 

422.6 

379.6 

410.1 

345.1 

337.2 

343.8 

334.7 

198.6 

182.8 

208.1 

175.6 

174.3 

178.7 

175.9 

224.0 

196.8 

202.0 

169.5 

162.9 

165.1 

158.8 

113.2 

105.4 

105.3 

90.1 

82.4 

74.0* 

73.0* 

36.9 

35.2 

31.5 

27.4 

24.9 

22.3 

25.5 

71.1 

69.4 

62.0 

51.0 

48.5 

47.4 

42.7 

46.9 

42.8 

46.0 

37.9 

36.1 

36.3 

38.1 

56.3 

69.2 

66.6 

42.9 

52.9 

65.4 

27.6 

1,634.5 

1,575.0 

1,439.2 

1,226.9 

1,119.8 

1,039.1 

902.6 

603.5 

603.1 

605.6 

562.5 

510.6 

533.3 

513.4 

689.2 

677.1 

657.4 

612.0 

519.9 

543.7 

505.4 

1,656.8 

1,449.7 

1,381.9 

1,314.9 

952.2 

827.9 

938.7 

423.6 

345.3 

316.1 

283.4 

272.3 

243.7 

210.4 

475.0 

475.0 

475.0 

475.0 

125.0 

50.0 

200.0 

1,604.0 

1,487.5 

1,391.7 

1,291.9 

1,211.3 

1,127.9 

1,032.7 

29.0 

28.8 

27.5 

12.4 

15.0 

14.5 

21.4 

304.1 

227.2 

196.4 

160.1 

111.3 

107.3 

93.7 

2.96 

2.61 

2.68 

2.26 

2.17 

2.20 

2.13 

.39 

.38 

.37 

.16 

.21 

.20 

.29 

3.35 

2.99 

3.05 

2.42 

2.38 

2.40 

2.42 

1.50 

1.40 

1.40 

1.20 

1.10 

1.00* 

1.00* 

21.22 

19.73 

18.50 

17.20 

16.14 

15.06 

13.83 

159,551 

156,257 

152,623 

146,331 

141,957 

126,389 

102,984 

747 

747 

741 

736 

732 

721 

709 

11 

11 

11 

11 

11 

11 

11 

957 

947 

913 

849 

815 

772 

694 

150,043 

150,005 

144,049 

139,967 

135,895 

129,646 

125,299 

$2,110.7 

$1,429.3 

$1,322.3 

$1,062.2 

$704.1 

$737.9 

$860.2 






*plus 1% stock 


17 




























ALLSTATE INSURANCE 


Casualty and Fire Insurance. Significant progress 
in multiple line insurance selling advanced the 
premium volume of Allstate Insurance Companies 
to a new high in 1964. Premium writings for 
casualty and fire insurance lines climbed to 
$698,675,117, an increase of $67,389,563 from 
1963. The companies’ growth was above that of 
other recent years despite intense competition in 
the industry. Allstate, world’s largest stock com¬ 
pany insurer of autos, wrote auto premiums of 
$581,084,293 during 1964. Premium writings for 
homeowners, residential fire, health, commercial 
and other non-auto lines rose to $117,590,824, an 
increase of $20,272,790 from 1963. 

Underwriting operations produced an income of 
$735,562 before income taxes, compared with 
the previous year’s $17,267,811. The number of 
accidents and claim costs rose in 1964 because of 
more cars and more drivers on already crowded 
streets and highways, increased use of automobiles 
in a period of general prosperity, higher repair 
costs and increased expense of hospitalization and 
medical treatment. Rate increases earned during 
the year were insufficient to offset the higher costs. 
Motor vehicle fatalities which rose nearly 10% 
during 1964 and over 25% during the last three 
years are indicative of the trend in auto accidents. 

Net investment income, excluding capital gains, 
was $32,957,277, up 11.2% from $29,646,887 for 
1963. During 1964, Allstate received a refund on 
prior years taxes which together with net interest 
amounted to $3,375,930. Realized capital gains 
after income taxes amounted to $14,027,877, com¬ 
pared with $13,418,917 in 1963. The unrealized 
appreciation on the stock portfolio at year end 
1964 was $81,908,293. 

Net income and realized gains after taxes were 


$48,663,556 for the casualty and fire insurance 
business. This compared with $49,223,615 in 1963. 

Total earnings, including net income of uncon¬ 
solidated life insurance subsidiaries, were up 
$300,225 to $51,209,446, equal to 67p per share 
of Sears stock before the split. Dividends to Sears 
were $27,000,000 (equal to 35ff per share of Sears 
stock before the split), compared with $25,027,450 
in 1963. Assets rose $97,415,787 to a record 
$1,173,755,583. 

Life Insurance. Allstate Life Insurance Com¬ 
panies had another outstanding year in 1964. Life 
insurance in force increased by $752,000,000 during 
the year, compared with $507,300,000 added in 
1963. This gain brought total life insurance in force 
to $3,510,000,000. Individual policyholders' insur¬ 
ance in force increased by 40% to $1,545,000,000, 
while group insurance in force rose 18%. 

Net income from life insurance operations in¬ 
creased 51.0% to $2,545,890 from $1,685,606 in 
1963. Assets of the life operations increased approxi¬ 
mately 39% to $58,554,486. 

The Year Ahead. Allstate’s multiple line market¬ 
ing program is expected to bring increased sales in 
all lines of insurance in 1965. Both the personal and 
commercial lines offer opportunities for continued 
development. Premium rates for casualty and fire 
insurers have not kept pace with claim costs in 
the auto and homeowners lines and sizeable rate 
increases are anticipated in most states in 1965. 
Over-all, Allstate’s 1965 net income from under¬ 
writing and investments, plus realized capital gains, 
is expected to compare favorably with 1964 for 
the casualty and fire insurance operations. 

For 1965, Allstate’s life insurance business is 
expected to continue to grow rapidly and profits 
should show a further increase. 


CASUALTY AND FIRE INSURANCE GROWTH STORY (5 000 omitted) 


1964 

1963 

1962 

1961 

1960 

1959 

1958 

1957 

1956 

1955 

Premiums Written.... 
Total Assets. 

.$698,675 

....$1,173,756 

$631,286 

$1,076,340 

$577,990 

$945,406 

$532,524 

$922,656 

$502,348 

$767,412 

$438,581 

$678,067 

$375,647 

$588,542 

$313,168 

$423,894 

$282,685 

$379,358 

$251,833 

$334,072 





























Life Insurance 



Auto Insurance 



Health Insurance 



Homeowners Insurance 




Allstate agents are available to talk over insurance needs at the Allstate booth in Sears 
stores, in neighborhood sales offices, and also in the customer's home. 



Commercial Insurance 





















ALLSTATE INSURANCE COMPANY SUBSIDIARIES 


STATEMENT OF INCOME 

YEAR ENDED 
DECEMBER 31. 

1964 

YEAR ENDED 
DECEMBER 31. 

1963 

NET PREMIUMS WRITTEN . 

PREMIUMS EARNED (after dividends on participating policies) . 

UNDERWRITING CHARGES 

Claims and claims expense . 

Sales, policy issuance and service, administration, and other 

expenses . 

Premium and other taxes and fees (excluding income taxes) . 

TOTAL UNDERWRITING CHARGES. 

UNDERWRITING INCOME . 

INTEREST, DIVIDENDS. AND REAL ESTATE INCOME, leSS investment 

$698,675,117 

$654,202,743 

469.409,612 

162,431.746 

21,625,823 

653,467,181 

735,562 

32,957,277 

$631,285,554 

$600,661,389 

415,449,399 

147,828,294 

20,115,885 

583,393,578 

17,267,811 

29,646,887 

INCOME BEFORE INCOME TAXES . 

33,692,839 

46,914,698 

PROVISION FOR INCOME TAXES . 

2,433,090 

11,110,000 


31.259,749 

35,804,698 

REFUND ON PRIOR YEARS INCOME TAXES AND INTEREST—nef. 

3,375,930 

— 

REALIZED CAPITAL GAINS ON INVESTMENTS (after income taxes) . 

14.027,877 

13,418,917 

net income and realized gains of Allstate Insurance Company 
and consolidated subsidiaries. 

48,663,556 

49,223,615 

add equity in net income of unconsolidated life insurance 
subsidiaries . 

2,545,890 

1,685,606 

TOTAL NET INCOME AND REALIZED GAINS. 

$ 51,209,446 

$ 50,909,221 

STATEMENT OF CAPITAL 

(Surplus for Protection of Policyholders) 

BALANCE BEGINNING OF YEAR . 

$310,201,672 

$262,270,028 

TOTAL NET INCOME AND REALIZED GAINS. 

51.209,446 

50,909,221 

CHANGE IN UNREALIZED CAPITAL GAINS ON STOCKS. 

5,418,243 

23,182,375 

NET CHANGES IN OTHER ASSET VALUES. 

(3,391,516) 

(1,132,502: 


363,437,845 

335,229,122 

DIVIDENDS TO SEARS. ROEBUCK AND CO. 

27,000,000 

25,027,450 

BALANCE END OF YEAR . 

$336,437,845 

$310,201,672 


Report of Certified Public Accountants 


To the Board of Directors or Sears, Roebuck and Co. 

We have examined the accompanying Balance Sheet of Allstate Insurance Company and consolidated subsidiaries as of December 31, 1964, 
and the related Statements of Income and Capital for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary 

in the circumstances. . , „ _ . 

In our opinion, the financial statements referred to above present fairly the financial position of Allstate Insurance Company and consoli¬ 
dated subsidiaries at December 31, 1964. and the consolidated results of their operations for the year then ended, in conformity with generally 


accepted accounting principles applied on a basis consistent with that of the preceding year. 


Touche, Ross, Bailey & Smart 


Chicago, Illinois 
February 26, 1965 
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BALANCE SHEET 


Admitted Assets 

INVESTMENTS 

U. S. Government securities. 

State and municipal bonds. 

Other bonds. 

Preferred stocks. 

Common stocks. 

Stocks of unconsolidated life insurance and foreign 

subsidiaries. 

Real estate. 

TOTAL INVESTMENTS. 

CASH AND CERTIFICATES OF DEPOSIT. 

PREMIUM INSTALLMENTS RECEIVABLE. 

ACCRUED INTEREST.. 

OTHER ASSETS. 

TOTAL ADMITTED ASSETS. 


DECEMBER 31. 

1964 


$ 18,440,376 

551,475,232 
31,226,046 
49,572,814 
324,803,306 

13,228,044 
30,104,093 
" 1,018,849,911 

19,224,645 

119,992,826 

7,275,216 

8,412,985 

$1,173,755,583 


DECEMBER 31, 

1963 


$ 23,659,163 

517,226,439 
33,377,155 
39,775,594 
274,509,902 

9,201,588 

29,266,972 

927,016,813 

30,075,228 

104,144,181 

6,797,804 

8,305,770 

$1,076,339,796 


Liabilities and Capital 

LIABILITIES 

Reserve for claims and claims expense... 

Unearned premiums. 

Income taxes. 

Other taxes. 

Other liabilities. 

Dividend payable-Sears, Roebuck and Co 
TOTAL LIABILITIES. 

CAPITAL 

Capital stock, par value... 

Additional capital paid in. 

Unrealized capital gains on stocks. 

Retained earnings. 

TOTAL CAPITAL. 

TOTAL LIABILITIES AND CAPITAL. 


Notes to Financial Statements 


$ 426,672,208 
349,821,177 
6,524,546 
14,088,570 
20,261,237 
19,950,000 
837,317,738 

3,000,000 

51,600,245 

81,908,293 

199,929,307 

336,437,845 

$ 1 , 173 , 755,583 


$ 394,336,377 
309,198,889 
10,737,868 
13,170,590 
20,154,400 
18,540,000 
766,138,124 


3,000,000 

51,600,245 

73,944,160 

181,657,267 

1^0201,672 

$1,076,339,796 


Investments: Bonds are stated at amortized cost, preferred and common stocks arc stated at market value, and stocks of unconsolidated sub¬ 
sidiaries are stated at underlying net asset values, all as prescribed by the National Association of Insurance Commissioners. 

Accounting practices: The financial statements have been prepared in accordance with accounting practices prescribed by the Department of 
Insurance of the State of Illinois which differ from generally accepted accounting principles in the treatment of certain underwriting charges, the 
valuation of certain assets, and the recognition of deferred Federal income taxes. These differences arc not material in relation to the consolidated 
statements taken as a whole. 
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INTERNATIONAL OPERATIONS 


SUBSIDIARIES 

Latin America. The past year was an encour¬ 
aging one for the Company in Latin America. 
The turn of recent political and economic events, 
on balance, gave promise of a better business 
climate. Results of the Company's Latin American 
subsidiaries for 1964, over-all, were satisfactory 
although currency weakness in certain countries 
adversely affected profits. 

Net sales of the Company’s Latin American 
subsidiaries totaled $109,670,738, compared with 
$102,392,430 for 1963, an increase of 7.1%. 

Net income before translation losses was 
$9,607,907, up 5.2% from $9,134,511 for 1963. The 
Company’s equity in net income was $8,610,794, 
against $8,311,878 for the prior year. During the 
year, the free rate of exchange of the Brazilian 
cruzeiro in relation to the dollar continued to de¬ 
cline although not as much as in 1963. In Colom¬ 
bia, the Central Bank, to conserve foreign ex¬ 
change, withdrew support of the peso in October 
and the rate dropped steadily. A translation loss 
(or gain) occurs when the dollar value of a foreign 
corporation's net current assets has declined (or 
increased) because of a fluctuation in the rate of 
exchange between the foreign currency and the 
dollar. Losses of $2,793,565 resulted in translating 
the balance sheets of the wholly owned Brazilian 
and Colombian corporations into dollars. The 
Company’s equity in the net income of the Latin 
American subsidiaries after translation losses was 
$5,817,229, compared with $3,602,966 for 1963. 

Dividends to Sears for 1964 totaled $4,766,308, 



Monterrey, Mexico—opened April 1, 1964 


an increase of 8.0% from $4,414,444 for 1963. 

The Company's investment in its Latin Ameri¬ 
can subsidiaries as of year end was $33,848,631. 
The dollar value of this investment on the books 
of the subsidiaries was $53,060,216 after a provision 
of $ 10,119,336 for reserves for installment accounts 
and other contingencies. 

During 1964, the downtown store in Lima, 
Peru was doubled in sales area. The Monterrey, 
Mexico and Valencia, Venezuela stores were relo¬ 
cated and expanded. At year end, the Latin Ameri¬ 
can subsidiaries operated forty-one retail stores 
and fourteen sales offices. 

The economies of most Latin American coun¬ 
tries continued to advance during 1964. Political 
events in Brazil resulted in a re-orientation toward 
a more competitive enterprise system. This coun¬ 
try now shows signs of arresting the inflationary 
spiral that threatened economic chaos. Mexico, 
Peru and Venezuela, aiming to improve socio¬ 
economic conditions,continued their industrial pro- 


Foreign Subsidiaries 

(% of ownership) 


Net Sales 


Latin American 

Brazilian (100). 

Colombian (100). 

Mexican (80). 

Peruvian (95).. 

Venezuelan (85). 

Panamanian finance co. (100) 

Total Latin American. 

Spanish (100). 


$ 16,880.950 
13,711,080 
39.370,680 
12.801,416 
26,906,612 


109,670,738 


Total Foreign Subsidiaries $109,670,738 


Year Ended January 31, 1965 


Net Income Net Income 

before Translation after 

Trans. Losses Losses Trans.Losses 

Sears Equity in Net Income 

Before After 

Trans. Losses Trans.Losses 

$1,220,024 $ 997,473 $ 222,551 
976,090 1,796,092 (820,002) 

2,282,640 — 2,282,640 

1,682,527 — 1,682,527 

3,012,005 — 3,012,005 

434,621 — 434,621 

$1,220,024 $ 222,551 
976,090 (820,002) 

1,826,208 1,826,208 
1,595,123 1,595,123 

2,558,728 2.558,728 
434,621 434,621 

8,610,794 5,817,229 

(148,220) (148,220) 

9,607,907 2,793,565 6,814.342 
(148,220) — (148.220) 

$9,459,687 $2,793,565 $6,666,122 

$8,462,574 $5,669,009 


Dividends 
to Sears 


$1,765,405 

958,115 

1,618,788 

424,000 

4,766,308 


$4,766,308 
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grams to diversify from primary goods economies. 
Colombia, on the other hand, suffered a set-back 
in its struggle to become less dependent upon a one- 
crop economy-coffee-when its currency, no longer 
supported, weakened under pressures of deficit 
spending and inflation. Over-all, the trend toward 
more industrialization in Latin America was adding 
to employment and providing an enlarged middle- 
class group. The favorable impact of the Alliance 
lor Progress and the Latin American Free Trade 
Association was being increasingly felt. 

During 1965, the Venezuelan corporation’s main 
store in Caracas will be enlarged and modernized. 
In Mexico, negotiations will continue for land on 
which to build another complete department store 
in Mexico City. 

Spain. During 1964, Sears formed a Spanish 
subsidiary with an investment of 51,335,855 which 
has been used principally to purchase land in 
Barcelona on which a complete department store 
will be constructed. This store is expected to open 
in the fall of 1966, to be followed by a complete 
department store in Madrid in 1967. Pre-opening 
charges of $148,220 were expensed on the books of 
the Spanish subsidiary in 1964. 

The Spanish economy continued to grow at a 
rapid rate during the year. Inflationary pressures 
resulting from this growth were being actively 
combated by the government through relaxation 
of import restrictions. Foreign exchange reserves 
again reached new highs aided by a growth of 
tourism. 


Foreign Subsidiaries _ Janua r y 31. 1965 


Sears Excess of 

Sears Equity in Equity over 

Investm ent Net Assets* Investment 

Latin American 

Brazilian . $12,601,513 $11,052,412 $(1,549,101) 

Colombian. 5,548.603 5,957,048 408,445 

Mexican. 3,360,513 9,040,981 5,680,468 

Peruvian. 1,844,850 3,675,530 1,830,680 

Venezuelan ... 2,493,152 11,490,736 8,997.584 

Panamanian 

finance co.... 8.000.000 11,843,509 3.843,509 

Total Latin 

American... 33,848,631 53,060,216 19.211,585 

Spanish. 1,335,855 1,187,635 (148,220) 


Total Foreign 

Subsidiaries. $35,184,486 $54,247,851 $19,063,365 
•After translation losses 


AFFILIATE 

Canada. Economic expansion in Canada pro¬ 
ceeded at a brisk pace for the fourth straight year. 
Substantial increases were registered in gross na¬ 
tional product, capital investments, housing and 
employment. Consumer expenditures were up by 
approximately 7% while, at the same time, per¬ 
sonal savings continued at an historic high level. 

Against this background, Simpsons-Sears Lim¬ 
ited, the Company's 44.4% owned Canadian affili¬ 
ate (50% of voting stock), registered net sales of 
$315,134,844 (Canadian), an 11.7% gain from 
$282,042,430 for 1963. (1963 figures restated to 
include installment prices.) A comparison of 
Simpsons-Sears sales with consumer expenditures 
indicated that Sears affiliated company again 
increased its share of the Canadian market. 

Earnings continued an upward trend along with 
sales. Net earnings of $8,345,294 (Canadian) ex¬ 
ceeded last year's earnings of $7,450,293 by 12.0%. 

During 1964, Simpsons-Sears paid dividends to 
the Company totaling $1,483,375 (U. S.), com¬ 
pared with $1,204,731 last year. Sears equity in the 
undistributed net earnings was $2,037,706 (U. S.), 
after a translation gain of $76,153. Equity in the 
net assets at year end exceeded the Company's in¬ 
vestment of $20,376,550 by $16,101,900. 

During 1964, Simpsons-Sears acquired a 25% 
equity in Allstate Insurance Company of Canada 
and Allstate Life Insurance Company of Canada. 
Following the basic principles employed by their 
U. S. counterparts, Allstate Insurance Companies 
of Canada have excellent prospects for making 
substantial profit contributions to Simpsons-Sears. 

During the year, a new medium sized store was 
opened in Richmond, British Columbia, a suburb 
of Vancouver, and construction was started on 
complete department stores in Kitchener, and 
St. Catharines, Ontario, and Calgary, Alberta. 
Plans were also announced for a new store in 
Saskatoon, Saskatchewan. 

At year end, Simpsons-Sears operated twenty- 
four retail stores, four catalog order plants, and 
three hundred and fifty catalog sales offices. 
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OTHER SEARS SUBSIDIARIES 


Allstate Enterprises, Inc. This company, wholly 
owned by Sears, is engaged in the auto finance, 
motor club, insurance inspection, and fire pro¬ 
tective and safety engineering businesses. It owns 
Allstate Savings and Loan Association of North 
Hollywood, California. The auto finance division 
was operating in twenty-four states at year end 
1964, nine of which were added during the year. 
New loans made on autos were $67,540,038, an 
increase of 94% from 1963. Auto loans outstand¬ 
ing at year end totaled $68,524,564. Memberships 
in the Allstate Motor Club grew 21% during the 
year to 321,000. An insurance inspection service, 
provided principally for Allstate Insurance Com¬ 
pany, was functioning in twenty-one states at year 
end, eleven of which were added during the year. 
During 1964, a fire protective and safety engineer¬ 
ing business was acquired. Such services are often 
utilized by business concerns in connection with 
their insurance programs. Allstate Savings and 
Loan Association exhibited impressive growth in 
savings accounts during 1964. Savings accounts 
reached $111,136,777, an increase of $33,980,177 
from year end 1963. 

Gross revenues of Allstate Enterprises, Inc. and 
its subsidiaries totaled $19,716,108, up 53.9% 
from 1963. Net income (before appropriations to 
reserves by the savings and loan association) was 
$2,336,456, against $1,685,912 for 1963. Assets 
totaled $214,054,386 at year end, a gain of 48% 
for the year. These assets consisted largely of 
loans on both automobiles and real estate. 

Metropolitan Savings and Loan Association. 
This subsidiary, located in Los Angeles, California, 
is 99.5% owned by Sears. Savings accounts rose 
to $112,636,311 at year end 1964, a growth of 
$22,571,680 during the year. Gross revenue totaled 
$7,639,894, up 6.6% from 1963. Net income 
before appropriations to reserves was $662,603 
for 1964, compared with $1,339,772 for 1963. The 
difference was due to a substantial increase in 
interest expense and certain assets not yielding 
income currently. Assets totaled $133,924,372 at 
year end, an increase of 15.5% for the year. 



Homart Development Co.'s first shopping center 
(Seminary South), located in Fort Worth, Texas. 


Homart Development Co. This wholly owned 
subsidiary develops and operates shopping centers 
in which Sears has one of the major department 
stores. The full range of activities involved in 
shopping center development begins with Sears 
analysis of population trends and market potential 
and a Sears decision to locate a retail store in a 
particular site. This is followed by the purchase 
of the site by Homart Development Co. The cen¬ 
ter is then designed and lease commitments are 
obtained from prospective tenants for retail and 
office space. After the center is constructed, Homart 
operates and maintains it and coordinates the sales 
promotional program of all of its tenants. 

Homart’s Hancock Shopping Center in Austin, 
Texas was opened in February, 1964. The Coro¬ 
nado Shopping Center in Albuquerque, New Mex¬ 
ico, Homart’s third regional center, is scheduled 
to open in March, 1965. Construction of the Sears 
store in this center was accelerated to permit the 
store to open in September, 1964. 

Construction began in October, 1964 on Ho¬ 
mart’s Colonie Shopping Center, near Albany, 
New York, a large regional center which will be 
built with an enclosed air-conditioned mall. This 
center is scheduled to open in the spring of 1966. 
Design and leasing activities have begun on other 
centers in Warwick, Rhode Island and San Ber¬ 
nardino, California. Construction is in progress 
on the Sears store in Homart's Valley View Shop¬ 
ping Center in Dallas, Texas. 
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